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Since the beginning of the year, negotiating teams from Guatemala, El Salvador, and Honduras
known as Central America's "Northern Triangle" countries have held two rounds of trade talks
with Mexican representatives, and two other meetings are scheduled for April and May. The four
countries hope to complete negotiations for a free-trade accord by December, at the latest, to allow
the agreement to take effect in 1998. Notwithstanding the progress so far, major differences between
Mexico and the Northern Triangle could substantially slow negotiations in the coming months,
especially as the trade delegations begin to review such difficult issues as tariff reductions and
rules of origin. In September 1996, Mexico and the Northern Triangle formally reopened free-trade
negotiations, which had been suspended as a result of the economic crisis that exploded in Mexico
following the peso devaluation in late 1994 (see NotiCen, 10/24/96).
Since the reopening of talks, negotiating delegations from the four countries have met on three
occasions in early November, in early February, and again during the first week of March.
Nearly 200 public- and private-sector representatives from all the countries are participating in
negotiations. The delegates are divided into 12 subgroups that handle different issues under review.
These include rules of origin, government purchases, industrial tariffs, agricultural tariffs, market
access, technical rules, sanitary measures, conflict resolution, unfair trade practices, safeguards,
intellectual-property rights, and investments. Talks center on general framework for trade accord
According to Central American representatives, so far talks have only focused on the general
trade policies and laws that, once agreed on by all sides, will provide the legal framework for trade
relations.
After general guidelines are established, the negotiating teams will then move to the more tedious
and potentially conflictive review of products to be included in the trade accord and the schedule for
tariff reductions. "It is premature to begin drawing up lists of products that will be included in the
treaty," said Eduardo Ayala Grimaldi, head of El Salvador's negotiating team. "We are still working
on establishing the rules of the game, rules that will guide our future trade relations. After that is
completed, then we will construct annexes to the agreement. Among other things, the annexes will
clearly outline which products will be subject to immediate tariff reduction and elimination and
which are considered sensitive and in need of a slower calendar for tariff reductions."
Negotiators report substantial progress on all the general themes under discussion. Two parallel
reviews are underway. One includes specialists from the Northern Triangle countries who are
working to identify the similarities and differences in their national legislation to pave the way for
policy unification among those three nations. The second is a comparative review of the Northern
Triangle legislation with that of Mexico. In the talks with Mexican representatives, the negotiating
delegations have pinpointed those areas that will require the most discussion, while simultaneously
drawing up proposed accords on issues that have generated little disagreement. In the latest round
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of negotiations, held March 5-7 in San Salvador, participants reported significant progress in talks
on government purchases, investments, and conflict resolution. In fact, according to Enrique Lacs,
a representative from Guatemala's private sector, discussion of conflict resolution mechanisms has
already concluded, and the text on that area is ready to be included in the final accord. Also during
this last round, the delegations discussed a proposal by Mexico that the negotiating teams commit to
complete their work by December of this year, at the latest.
In principle, the participants agree that year-end 1997 is the target date for the treaty to be signed
by their respective governments, and toward that end, the delegations have outlined an accelerated
calendar for talks. The next round of negotiations is set for April 28-30 in Tegucigalpa, Honduras, to
be followed by another meeting May 6-8 in Mexico City. Disagreements on services, market access,
and investments Notwithstanding the optimism that now prevails, major obstacles must yet be
overcome. Already substantial disagreements have arisen over the legal framework for trade in
some specific areas under discussion.
During the last two rounds of talks, for example, participants reported arduous debate over trade
in services, given the sharp differences in legislation regulating that sector in Mexico and in the
Northern Triangle countries. "We have real differences with Mexico regarding the service sector,
because Mexico argues that it should simply be bound to agreements that it previously negotiated
bilaterally with the World Trade Organization," said Raul Trejo Esquivel, the head of Guatemala's
negotiating team. "But that would only benefit Mexico at our expense because our service sectors
are already much more open than that of Mexico."
Market access and investments have also created stumbling blocks. The Northern Triangle
countries, for example, are pushing Mexico to eliminate unilateral restrictions on investments
in certain sectors that require foreign businesses to form joint ventures with Mexican firms as a
prerequisite for entering the domestic market. The Central Americans also object to requirements
that importers of some products contract with local distributors to market their merchandise.

Tariff reductions, rules of origin biggest obstacles
The largest hurdles, however, are expected to arise when the delegations begin debating lists of
products to be included in the trade accord and a calendar for tariff reductions. That, combined with
rules of origin, are expected to be the most difficult issues that must be resolved.
"The most complex part of the negotiating process will be the definition of goods affected by the
trade agreement, the schedule for tariff reductions and eliminations that will lead to free trade, and
rules of origin," said El Salvador's Grimaldi. "Once those points are concluded, then we can say that
the trade agreement is cooked and ready to serve because the other nine areas of discussion pale in
comparison."
Preliminary talks on those issues have already begun, and Mexico has apparently agreed in
principle to allow the Northern Triangle countries to introduce a list of sensitive products into the
trade treaty that will be excluded from tariff reductions for a substantial period of time.
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The Northern Triangle nations are now drawing up their individual lists, which will then be unified
into a single list by the time negotiations on tariff reductions and schedules begin, according
to Grimaldi. But the negotiations are expected to be tedious and difficult. Greatly complicating
the situation is fear among the Central American delegations that Mexico will try to introduce
exceptions for agricultural products that provide a competitive advantage for the Northern Triangle
countries.
In large part, the refusal by Mexico to allow Nicaragua to include beef and sugar exports in a
bilateral free-trade accord led to a suspension of negotiations in 1996, and that has, in turn, fed fear
of a similar situation among the Northern Triangle negotiators. "Our really major concern is that,
when we are nearing the end of the road, the Mexican negotiators will suddenly try to prevent the
inclusion of key agricultural products in the treaty that are essential for us to remain competitive
once the trade accord takes effect," said Mario Perdomo, head of Honduras's negotiating team until
late February, when he resigned. "That is exactly what happened in the bilateral talks between
Nicaragua and Mexico, which are now completely stalled." [Sources: La Prensa (Nicaragua),
11/27/96, 11/29/96; Notimex, 12/29/96; Inter Press Service, 10/26/96, 11/27/96, 02/18/97; Spanish
news service EFE, 01/30/97, 02/03/97, 02/05/97, 03/04/97; El Tiempo (Honduras), 02/06/97, 02/27/97,
03/04/97, 03/05/97; Reuter, 01/25/97, 01/31/97, 02/21/97, 03/07/97; Prensa Libre (Guatemala), 10/30/96,
11/05/96, 11/08/96, 12/04/96, 12/09/96, 01/28/97, 01/31/97, 02/04/97, 03/04/97, 03/04-08/97; Prensa
Grafica (El Salvador), 02/03/97, 02/08/97, 02/26/97, 03/03/97, 03/05-08/97]
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